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INTRODUCTION 

Pursuant to authority contained in House Resolution 32, 83d 
Congress, approved February 24, 1953, the Committee on Post Office 
and Civil Service is presently engaged in a survey and study of the 
postal service. The purpose of the survey and study is to determine 
where savings may be made in order to reduce the nearly $700 million 
deficit facing the Post Office D partment this vear. House Resolution 
32 authorizes the Post Office and Civil Service Committee to make 


studies and investigations of all matters under its jurisdiction. In 
carrying out this responsil yilitv as it relates to the postal service, a 


subcommittee was appointed to concern itself with postal operations. 


1 
The committee wishes to make it clear at the outset that its findin 


and recommendations of necessity are confined to conditions whith 


1 
the postal service 


represent the results of previous administrations in 
Weaknesses, shortcomings, or wasteful practices pointed out in the 
committee report should not, in fairness, be laid at the door of the 
present management. Recently appointed officials of the Post Office 
Department have not vet had the opportunity to completely review 
existing conditions and initiate appropriate corrective measures 


| The committee particularly wishes to commend the present Post- 
master General for the fresh, progressive, and vigorous approach he has 
brought to the Post Office Department. As will be seen from this 
report, there is already evidence that this approach will bear fruit in 


the form of improved efficiency and economy in the postal service. 

Surveys were made by members of the subcommittee and the 
committee staff at the following large post offices: Washington, D. C.; 
Richmond, Va.; Detroit, Mich.; Chicago, Ill.; St. Louis, Mo., and 
Kansas City, Mo. This report contains preliminary findings and 
recommendations based upon studies at these large post offices and 
other information furnished the committee. The committee believes 
that a preliminary report at this time will enable the Postmaster 
General to take into consideration the views of the committee when 
formulating his program for economies and improvements in the 
posts al service. 

This report points out problems that exist in a number of major 
areas in the Post Office Department. It suggests some solutions. 
The areas of Post Office Department activities dealt with in this 
report are as follows: 

I. Personnel administration 
Il. Organization and management 
III. Research and development 
IV. Space control and utilization 
V. Postal savings 
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VI. Insured mail 
VII. Fourth-class post offices 
VIII. Postal rates 

IX. Accounting and internal auditing 
X. General recommendations 

[It is emphasized that this is a preliminary report and does not 
represent the committee’s final thinking in the solutions of the prob- 
lems that have been presented. It does, however, present the 
problems and suggested solutions based upon the studies of a number 
of large post offices and information submitted to the committee 
since the last studies made of the postal service by the House Post 
Office and Civil Service Committee in the 80th Congress. 


Secrion |. PERSONNEL ADMINISTRATION 
\. SALARIES AND CLASSIFICATIONS 
The salaries and classifications of officers and emplovees in the postal 


field service are based upon the provisions of Public Law 134 of the 
79th Congress. More than 150 specific amendments have been made 


to this law since its enactment. During the 8 vears that this law has 
been in effect, many weaknesses have been developed which should be 
corrected, In the opinion of the subcommittee, it is clear that a final 


and satisfactory solution to the personnel problems of the postal service 
ean be arrived at only by a complete revision of classification of post- 
masters and postel emplovees 

A basic principle of Public Law 134 is that employees in all post 
offices receive the same salary and classifications. The theory is that 
a postal clerk must be able to pe rform all funetions of a post office. 
This concept of the emplovee may be practicable in smaller post 
offices. In large post offices, however, with many thousands of em- 
plovees, a high degree of specialization is required today. Under the 
resirictions of Public Law 134, it is virtually impossible for the postal 


service to reeruit specialists needed to carry on the work of the Post 


Offi ( De partment n the fhe ld If the postal service is to make use of 
modern equipment and techniques, it must be able to recruit and 
train specialists to use this equipment. In order to attempt to meet 
some of the needs of the large post offices, subterfuges have been used 
to employ some critical personnel. For example, doctors are hired as 
assistant superimtendents of mail and graduate nurses as clerks in 
charge. The postal service collects more than $2 billion in revenues 
annually and vet they do not have any certified public accountants to 
man their acco! processes at large post offices, 


the large post offices there is a clear need for special classifications 


ana qualified ter hnie: | personnel in such categorie Sas doctors, law vers, 
accountants, nurses, mechanics, engineers, draftsmen, payroll machine 
operators, stenographers, and typists. The most practical way to 


reerult: such employees Is tO st lect them from regula: ly established 
civil service registers in the fields in which such experts are wanted. 
loday e find the postal service with 530,000 « mployees managed 
entirely bv those who began their careers as substitute clerks or 
carriers. ‘Che fact that an individual began his postal career as a 


substitute clerk does not in itself mean that he is not qualified. It is 
apparent, however, that there are mam capable persons whose quali- 
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fications could not be considered to fill vacancies because of the 
restrictions on employment in the postal field service. 

The Post Office Department Financial Control Act of 1950 trans- 
ferred clerks operating electrical accounting equipment from the post 
office field service payroll to the departmental payroll. This placed 
them on Classification Act pay schedules rather than the pay schedules 
for postal employees set by Public Law 134. New clerks recruited 
for operating electrical tabulation machines, etc., are now recruited at 
$2,750 per annum as compared with $3,270 per annum if they were 
recruited as postal employees. Without exception, heads of the 
central accounting units stated they were getting better employees at 
$500 a year less salary. 

There is a scarcity of qualified employees in many of the large 
cities where there is a tight labor market. Many of the employees 
available are satisfactory for assignment to simple tasks within the 
post office such as facing mail. However, they are unable to learn the 
complicated schemes necessary for city delivery sorting. For example, 
in Chicago recently a civil service examination was held to establish a 
register for the Chicago Post Office. Less than 5 percent of those tak- 
ing the test passed. This is an incredibly poor showing. 

It was reported at the large post offices that it is difficult to get 
employees to accept assignments at the financial windows or where 
they have to learn and use the sorting schemes for the large cities. 
This is because assignments are based primarily upon seniority and 
pay is based on years of service. Hence it is only natural that many 
of the higher salaried clerks with years of service select the easiest and 
least responsible positions in the postal service. The key position 
of sorting the mail thus is filled by inexperienced new employees. The 
situation will never be corrected unless the higher pay rates are as- 
signed to the more difficult positions. 

Re commendation 

The committee recommends that eer of the Post Office 
Department, the Bureau of the Budget, the Comptroller General, and 
the Civil Service Commission examine into the question of a new 
classification system for the postal field service and consider as a 
separate and distinct problem the classifications and salaries of em- 
plovees in the largest post offices. The results of these studies should 
be submitted to the Congress for consideration in the revision of postal 
employees salaries and classifications. 


RB. PERSONNEL DIVISION 


More than 75 percent of the expenditures of the Post Office Depart- 
ment are for personnel. The Post Office Department, although it 
employs over 530,000 persons, does not have a personnel administra- 
tion to handle the problems of these employees. They are settled 
through the channels of management. Supervisors at all levels are 
weighted down with questions relating to retirement, leave, recruit- 
ment, and training, when they should be giving their attention to 
transportation problems and service problems which are the primary 
responsibilities of the postal service. 

There is no uniformity of personnel actions of the major divisions 
of the Post Office Department. Many laws, such as the Veterans’ 
Preference Act, have several interpretations within the Department. 
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Re comme ndation 


A Personnel Division, responsible for all personnel problems, should 
be established in the Post Office Department. 


C. PROMOTION PLAN 


Testimony was presented that promotions in the postal service 
have been based upon political and personal considerations. Indict- 
ments are pending in two large post offices for the sale of promotions. 
This has ruined morale and deadened initiative in the post offices. 


Recommendations 


(1) A promotion plan should be adopted for the large post offices 
to include obtaining a passing grade on a civil-service examination for 
a promotion to the position of foreman or clerk in charge. 

(2) The background, knowledge, and proficiency of every key 
supervisor in the postal service should be critically reviewed by a 
management committee. 

D. TRAINING 


There has been some effort to establish a training program for super- 
visors in the postal service. The planning for this program was done 
under the supervision of the administrative assistant, probably be- 
cause there is no Personnel Division as such to provide the leadership 
and supervision of a training program. 

Recommendation 

The Post Office Department should establish a more effective train- 
ing program for supervisors, particularly in the positions of foremen 
and clerks in charge. It is hoped that, in line with other recommenda- 
tions in this report, a Personnel Division will be established to provide 
the plans, leadership, and supervision for this important phase of 
personnel administration. 


E. CUSTODIAL PERSONNEL 


Reorganization Plan No. 18 of the Sist Congress transferred post 
office buildings from the jurisdiction of the Postmaster General to the 
General Services Administration when less than half of the space used 
in a Federal building was used by the post offices. This made a sub- 
stantial saving in personnel costs because of the higher pay schedules 
of custodial employees in the post offices when compared with those 
in the General Services Administration. 

Re comme ndation 

It is recommended that consideration be given to uniform pay for 
custodial employees in the Federal service whether employees at post 
offices or other Federal buildings. 


F. POSTMASTERS’ LEAVE 


Many postmasters have accrued a large amount of annual leave. 
When a postmaster at a first, second, or third class office is on leave, 
generally no one is hired to take his place. Leave should be worked 
out during the postmaster’s term of office. If it is not, it becomes an 
additional charge on the postal service because, in effect, the service is 


SURVEY AND STUDY OF POST OFFICE OPERATIONS a 


1] 
Chia 


“<_ upon to pay tor ts posimasters at the same time Last vear 


1,524 postmasters retiriug from first-, second-, and third-class post 
offices received a total of $1,618,512 in terminal leave. 


‘ 7 
Recommendation 


1 
their annual leave during their terms of office. 


Effective action should be taken to require that postmasters take 


G. TRANSPORTATION SPECIALISTS 
The postal service is essential ly a —— ee business and there 
is need for qualified transportation specialists at all levels 


Re CONLIN ndation 


Provision should be made for outstanding a well-qualified trans- 


portation specialists to enter the espe gid in key positions based 
upon. their qualification by a proper civil service examination. This 
recommendation does not preclude assignment = those employees 
within the postal service who are as well or bett qualified. 


SecTion IT. ORGANIZATION AND MANAGEMENT 
A. INSPECTION SERVICE 


The Inspection Service of the Post Office Department performs the 
major management function of this large agency. Originally the 
Inspection Service was primarily concerned with the prevention of 
depredations in the mail. Gradually, over the years, this service has 
assumed the management functions of the postal service. Officials 
of the Post Office Department charged with the establishment of 
policies in their respective fields have little if any opportunity to 
exercise management authority or staff supervision at the post office 
level. Their only insight into the postal operations in the post offices 
is primarily gained by the reading of the inspectors’ reports. 

Inspectors must first serve an apprenticeship in post offices before 
they are eligible to take an examination to enter the Inspection 
Service. Many of the inspectors have excellent training and ex- 
perience in the operations of post offices. However, by virtue of their 
assignments in the Inspection Service, we find an odd combination of 
both the police department and the management functions. In- 
spectors are viewed with suspicion and distrust and few if any em- 
ployees feel that they can confide in them questions of management 
or policy. 

At the Chicago Post Office three inspectors have been assigned 
there on a “survey” since 1950. It was the view of employees in the 
post offices that these inspectors were actually running the post office. 
Their recommendations with respect to operating procedures were 
carried out regardless of their responsibility. This situation prevails 
at other post offices. 

Because of the classification system in the postal service, there are 
few if any transfers between segments of the organization. A prac- 
tical solution to the Chicago situation, if it were not for this resistance 
to transfer, would be to assign qualified inspectors as supervisors 
when vacancies occur. 
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Recommendations 


|) The management function should be separated from the Inspec- 
tion Service and sel up as a separate headquarters operation of the 
Office of the Postmaster General. There should be more of a direct 
responsibility for management on the part of those persons who make 
the type of management studies ard surveys made by the inspector. 


Recruitment and selection for the new management unit should not 


be limited to postal emplove Ss. New blood and new ideas could be 
brought into the postal service 
») Labor-management relations o: the Post Offi Department 


should bi completely revised, The ‘ob ticket” prog dures in the 
Chicago Post Office are an example of how far afield the labor-manage- 
ment relations can get. 


B. COST ASCERTAINMENT 


Cost ascertainment is too e pensive for the use made of statistical 
data developed by this process. The cost and the delay in the mail 


during the month of December is much ereater than the benefits 
derived from the counting of the statistical data in that month. 
Recommendation 

| The procedures and use of the cost ascertainment data should 
be reviewed in order to determine whether this svstem should be 
continued. Particular attention should be given to the disadvan- 
tages compared to the advantages of taking the mail count every 
December. 

C. POST OFFICE CAFETERIAS 


The largest post offices operate cafeterias which take in a consider- 
able amount of money annually. There is no firm policy with re- 
spect to the auditing and management of these cafeterias. They are 
made “the responsibility of the postmaster,’ but there is no defini- 
tion as to the extent of that responsibility or of the financial responsi- 
bility of the postmaster concerned. 

Recommendation 

(1) There should be a firm policy with respect to the management 
of cafeterias in post offices and a provision for auditing of their 
accounts. 

D. FORMS CONTROL PROGRAM 


It has been reported to the committee that the Post Office Depart- 
ent has 1,500 different types of forms. 


commendation 

1) It is recommended that the Post Office Department establish a 
forms control program, completely analyzing all existing forms, in- 
cluding forms at post offices, and eliminate and consolidate as many 
forms as possible. 


E. TERMINAL AND POST OFFICE OFERATIONS 


The terminal operations and the post office operations are two sep- 
arate activities. This increases cost because terminals are manned 
by postal transportation clerks who receive a higher rate of pay. In 
this respect the committee points out that even temporary employees 
in the terminals at Christmastime receive 5 cents more an hour than 
employees in the post offices, although they do identical work and 
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cannot justify a higher rate of pay because of experience or a more 
complicated job. They are all raw recruits. In December of last 
year, there were 1,717,000 man-hours worked by temporary em- 
ployees in these terminals. Had they been employed et pay sched- 
ules of the post office, this would have saved approxims atels $80,000. 
Re comme ndation 

1) The terminal operations and the post office operations should be 
combined. This will result in a savings both from the standpon t of 


‘ 


better operating proce lures and pay schedules 
F. CONFERENCES OF POSTAL OFFICIALS 


Postmasters in the large post offices are branch managers of the 
postal service. Forty of these offices do an annual business in excess of 
$5 million and 12 of them in excess of $20 million a year. There is 
no planned schedule for conferences by postmasters and their top op- 
erating officials in these large offices. Several vearsago one conference 
of 50 postinasters was held in Washington, D. ¢ Notices for this 
meeting were sent out by teletype without indicating what type of 
meeting was planned. The postmasters were given an opportunity to 
discuss in 3 minutes their views on revised procedures in the postal 
service and where economies could be brought about. This example 
is cited to point out that while conferences may have been held they 
were not the type of conferences contemplated for management 
discussions. 

Recommendation 

(1) It is recommended that national and regional « nferences of 
postmasters and key supervisors of the large post offices be held 
periodically. This should result in better management and new and 
improved ideas for better postal operations. 


G. VISITS OF TOP POLICY OFFICIALS TO POST OFFICES 


In the past, few visits were made by top policy officials to large 


post offices to determine how specific operations are progressing. For 
example, the new money order system was placed into effect July 2, 
1951. Since that time there is no evidence of visits to the large post 


offices by the heads of the central accounting units serving these 
post offices. In Detroit, Mich., as one instance, serious procedural 
difficulties are being experienced in matching up money orders not 
properly paid with the applications. Despite the fact that Detroit 
eee more than $12 million a vear in money orders and issues 

2,400,000 money orders a year, representatives of the Central Account- 
ing Office in Chicago paid no visits to the Detroit office to see how 
they were progressing with the completely new procedure. At the 
Chicago Post Office, however, where they were working in the same 
building, a procedure was worked out which simplified this laborious 
searching problem. 


Recommendation 


(1) There should be periodic visits by top policy officials to large 
post offic es to determine how specific operations are progressing 


H. DECENTRALIZE AUTHORITY TO POSTMASTERS AT LARGE POST OFFICES 


Despite repeated recommendations by this committee and by the 
Hoover Commission, postmasters at large post offices do not have 
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adequate authority to make decisions necessary for oper ting t heu 
post offices. This is particularly true with respect to procurement of 
small quantities of supplies and equipment, needed repairs, and similar 
transactions involving relatively small sums. 


Recommendation 


1) There should be more local autonomy in the handling of man- 
agement problems by the postmasters. 


I. PERFORMANCE STANDARDS 


Various standards of work performance were observed at the various 
post offices visited by committee members. Employees are paid 
without regard to the volume of mail which they sort or the volume 
of particular operations for which they are responsible. The Post 
Office Department is engaged primarily in numerous handlings of 
mail—approximately 50 billion ~c rege sd 1952. This type of an 
operation is peculiarly adapted to some sort of a volume standard for 
employees. 


Recommendation 

1) Consideration should be given to the establishment of perform- 
ance standards developing the volume of mail sorted or transactions 
handled by individuals in the postal service. 


Section III. Resgarcu AND DEVELOPMENT 


One of the recommendations resulting from the studies made by 
the Post Office and Civil Service Committee of the House in the 80th 
Congress was that a research and development program be established 


in the Post Office Department. This was given a very lukewarm 
reception by officials of the Department and legislation was introduced 
and enacted which established such a function by law. The committee 


re pn sted information from the Post Office Department showing how 
the new research and development program had functioned. 

i analysis of the progress made in the research and development 
and manager cnt improvement program is covered by a report dated 
June 30, 1952. According to this report, $2,250,000 was made avail- 
able to the Post Office Department from 1950 to 1952 for research 
and development. The report indicates, in the committee's judgment, 
that two-thirds of this amount, or the sum of $1,500,000, was used 
for the purchase of operating equipment which should have been 
purchased from operating funds. These purchases were of such a 
nature and quantity as to preclude their classification under research 
and development. 

For example, 775 hand wire-tieing machines and spare parts were 
purchased at a cost of over $200,000; 950 postal meters for parcel 
post windows were purchased at a cost of $468,000; 470 gravity con- 
veyors were purchased at a cost of $21,955; and 800 postmarking 
stamps for concellation were purchased at a cost of $21,500. The 
research and development colada am of the Post Office Department 
is essential to a business expending nearly $3 billion annually in its 
operations. To be effective, however, such a program must be prop- 
erly conducted. 


Recommendation 


(1) Taking into consideration the findings of the committee with 
respect.to the handling of this program, it is recommended that the 
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staff be strengthened by the addition of qualified technical personne] 
to handle this research and development program. Outside manage- 
ment assistance and the best management and engineering personnel 
available should be assigned to this task 


Section IV. Space Controut ann UTILizaTIon 


There has been no Federal construction program tor the postal 
service since prior to World War. Il. Meanwhile, the volume of 
postal business has increased from $766,948 ,626.74 in 1940 to $1,947,- 
316,280.38 in 1952. Inspections of the various post offices serve to 
verify the obvious: that lack of space is one of the most critical 
operating difficulties faced by the postal service. Proper use of this 
space becomes most important 

At the Washington, D. C., Post Office, it was observed, for ex- 
ample, that approximately 95,000 square feet of space is used by the 
Supply and Equipment Division of the Post Office Department 
servicing the postal service throughout the country. This space 
is right in the critical, overcrowded area near Union Station. Taking 
into consideration the function of this particular unit which serves 
the entire United States, it could be assigned space somewhat re- 
moved from the post office itself, thereby making this much-needed 
space available for postal operations. 

At the present time, parcel post in most of the large cities is proc- 
essed at a central post office building in a downtown area. Only 
a relatively small percentage of this parcel post actually is mailed 
at the place where it is processed. Most of it comes from substations 
or from other cities. These parcels originating at substations have 
to be hauled to the downtown post office building for processing, 
The question is raised, therefore, as to whether the parcel post proc- 
essing should not be located apart from the main post office. Con- 
sideration should be given to processing this parcel post in buildings 
designated for use of mechanical equipment. If there is adequate 
parking and direct transportation facilities, a great deal of economy 
can be gained by this space adjustment 
Recommendation 

(1) It is recommended that an analysis be made of space utilization 
in the major post offices for other than post office funetions, and, 
secondly, that consideration be given to the establishment of parcel 
post processing units outside the congested downtown areas. 


Secrion V. Postau SAVINGS 


The Postal Saving System was established under the provisions of 
the act of June 25, 1910 (89 U.S. C. 751). This ect created a board 
of trustees empowered (1) to control, supervise, and administer 
postal savings depository offices designated and established under the 
act and (2) to make all necessary and proper regulations for the 
receipt, transmittal, custody, deposit, investment, and repayment of 
the funds deposited at postal savings depository offices. 

The law provides for payment of interest on deposits at the rate of 
2 percent per annum and that the faith of the United States is pledged 
to payment of the deposits made in postal savings depository offices 
with accrued interest thereon. 

One of the principal purposes for the establishment of the Postal 
Savings System was to encourage thrift and economy among people 
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Cap: ble of saving smal] amounts but unable LO do SO because of lack 
of conveniently located saving facilities or, in the case of some, for 


the lack of security for funds in the private savings facilities. 


I i Report on the Survey of the Postal Savings System from the 
Compiroller General to Congress last vear, he points out that since 
the passage of the enabling legislation in 1910, the banking structure 
has been expanded and more numerous savings faciliti ire nov 
offered to small depositors by commercial 1d savings banks and 
financial institi ions of the savings and loan association tvpe. As 
the result of the formation of the Federa | Deposit Insurane {‘orpora- 
tion and thie I leral Saving : and or It surance Corporation, the 

antyv and security of sayin os deposits soucht by depo itors but 
previously not obtainable except in postal savings are now afforded 
nearly all savings deposits up to $10,000 


li this report of the Comptroller General it is recommended that 
Congress should give serious consideration to the question as to 
whether, under the present conditions, there is a need for the Postal 
Savines System 

The report made certain other recommendations which are com- 
mended to the Post Office Department for consideration. The 
following is a summary of these recommendations: 

(1) Substitute a depositor passbook for the present form of postal 
savings certificate. 

2) Establish standards with respect to the minimum number of 
depositors for any designated depository office (over 500 depository 
offices have less than 10 depositors each). 

3) Discontinue storage of all of the 350 million paid certificates of 
the Postal Savings System presently being stored. 

+) Revise the administrative examination of the postal savings 
business. 

The committee directs the attention of the Postmaster General to 
the Comptroller General’s report for serious consideration. In addi- 
tion, the committee presents two additional recommendations that 
would save money. 

] Expenses can be cut in the operations of the Postal Savings 
System if no certificates are issued for less than $25. (Stamps could 
be issued in a folder up to that amount.) 

(2) There should be a limitation on the exchange of certificates to 
require that they be at least 60 days old. 


rion VI. INSurED Mar. 


The Post Office Department is presently losing more than $10 
million a vear in handling insured mail. Only a small part of the 
cost of the Insured Mail Division, however, represents actual payment 
of claims. Many outside companies are obtaining a receipt of mail 
for 1 cent from the Post Office De ‘_partment and insuring with a private 
insurance company against losses in the postal service. This means 
that the Post Office Department is handling, at a loss, the receipt and 
record keeping for private insurance companies insuring parcels going 
through the postal service. If such a procedure is profitable for the 
private insurance companies, it points to the fact that the procedures 
within the postal service for this insured mail should be improved. 

It was reported to the committee that more than 80 percent of the 
claims for insured mail are in amounts less than $25. Many of the 
claims are as a result of breakage and the breakage in itself is to a 
large extent the fault of the mailer. 
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Recommendation 

(1) That consideration be given to eliminating insurance for 
breakage. 

(2) That all claims of $25 or less be settled by the postmaster of the 
post office where mailed. 


Section VII. Fourru-Cuass Post Orrices 


Much has been said about the need for reducing the number of 
fourth-class post offices. These post offices, in most instances, 
pay more ip salary to the postmaster than the gross receipts of that 
office. A recent survey in North Carolina developed the fact that a 
large number of fourth-class post offices could be eliminated. The 
Postmaster General ordered 21 of these post offices discontinued. 
There was a great deal of concern expressed by the people in these 
areas but after the Postmaster General had explained the situation to 
a delegation representing these towns, it was agreed that 19 of these 
post offices should be eliminated. This exan ple highlights the need for 
further evaluation of the need for many fourth-class post offices. 
Recommendations 

(1) It is recommended that whenever a vacancy occurs in the office 
of postmaster at a fourth-class post office, an analysis be made to 
determine at that time whether that post office should be continued 
or whether the patrons could get better service at a lower cost by 
rural route. 

(2) Many rural carriers have few patrons to a mile. On such light 
routes consideration should be given to consolidating fourth-class 
post offices on these routes since service could be grven to the patrons 
with no additional cost. 

(3) Present schedules call for inspectors tO Visil every fourth-class 
post office annually. Since postmasiers at fourth-class offices are 
bonded, it is believed that these inspections can be made at longer 
intervals and that the Government would not lose any money as a 
result. Bonding companies would, in the final analysis, be liable for 
any shortages. 

Section VIII. Posrat Rares 


It is hoped that substantial savings will result from reorganizations 
recommended by this committee and contemplated by the Postmaster 
General on his own initiative. However, it is highly improbable that 
savings can be developed to such an extent that there will be no postal 
deficit. Today the postal deficit is nearly $700 million a year and 
even if we deduct from that the amount of $160 million a year covering 
the cost of handling Government mail and other free services of the 
Post Office Department, there will stil! remain a substantial deficit. 

It has been demonstrated that it is not pract able for Congress to 
handle the complicated postal rate matters that now are presented 
to it. Asa result, postal rate schedules are becoming so complicated 
that it is difficult to gel el rks in post ofhices to serve at Ww dows. 
Rates need to be simplified. 

The Postmaster General, at the present time, must establish, with 
the concurrence of the Inte rstate Commerce (Commission, rates for 
parcel post at a level so that revenues will equal expenditures for this 


: ry I 1 Ldtal ; 
class of mail Che Postmaster General may also establish the rates 
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for the special services under an authority granted to him in the last 
postal rate law, Public Law 233, 82d Congress. With this split in 
the authority for the establishment of postal rates, some rates are 
wing raised nearly every vear while other rates, those set by Congress, 
remain somewhat stationary 

\ reat deal of confusion resulted from the enactment of Public 
Law 199, 82d Congress, which sets up two standards for the size and 
weight limits on parcel post One 1s applicable only to first-class 
ost offices and the other is applicable to second-, third-, or fourth- 
class post offices and rural routes. Observations of the committee 
at various {first-class post offices indicate that the handling of parcel 
post has been greatly facilitated by the elimination of the larger 


wes 
1 


During the hearings on postal rates, which have been held in the 


vist three (‘ongresses, witnesses complained about the combination 


of the cost of the public service features of the postal service with 
osts that should properly be charged to the users of the mail. For 


ample, in the Post Office Department costs appear the cost of 
handling Government mail, subsidies paid to airlines for carrying the 
mail, free mail to the blind, and the maintenance of many rural 
route ind fourth-class post offices which cannot be justiiied On a 
usiness basis 

\ recommendation to separate the airmail subsidy from airmail 
pay was made originally by the Post Office and Civil Service Com- 
mittee ol the House in the SOth (Congress and is fully developed and 
documented in House Report No. 1958, 80th Congress. This 1s so 

vortant, however, to the economical functioning of the Post Office 
Department that it is agein repeated in the recommendations in this 
eport 


> ° . 
Recomme ndation S 


1) The subcommittee recommends that all postal rates be estab- 
lished by a ratemaking board within the Post Office Department. 
\ similar recommendation was made by this committee when studies 
vere made in the 80th Congress 

2) There should be uniformity in the maximum size and weight 
limitations of parcels permitted to be sent through the mail. 

3) Consideration should be given to establishing a separate budget 
in the postal service to be met by postal rates and a departmental 
budget to represent the public service aspect of the Post Office 
Department 

1) Separate the airmail subsidy from airmail pay. 


Section IX. AccOUNTING AND INTERNAL AUDITING 


The Post Office Department Financial Control Act of 1950, which 
was reported by this committee, directs the Postmaster General to 
establish and maintain adequate and efficient systems of accounting 
and internal control. The act also requires the Comptroller General 
to ceoperate in the establishment and installation of such systems of 
accounting and internal control. Accordingly, the committee called 
on the Comptroller General for a current report of progress under 
this act 
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The Comptroller General's seoeenonns shows that up until the begin- 
ning of this present calendar year not even the minimum requirements 
of the act have been met by the Post Office Departme: This failure 
by the Post Office Department is attributed in the report to (1) failure 
to understand the importance of accounting as a management tool, 
(2) absence of qualified professional accounting personnel, (3) failure 
to assign an adequate staff to carry out these responsibilities, and (4 
general inertia and resistance to change. 

As the committee has poi ted out, this condition is essentially a 
carryover from the previous regime in the Department. The Comp- 
troller General has testified that excellent cooperation is being given 
by the present top management in the Post Office Department which 
should contribute materially toward bringing’ about the accountin 
and fiscal improvements contemplated in the Post Office Department 
Financial Control Act. 

The Comptroller General, at the request of the subcommittee, is 
submitting recommendations on accounting and internal auditing 
the committee and to the Postm: aste r General A Summary of these 
recommendations, presented in tesiimony to t] 


Lo 


he committee, fellows: 

(1) Authority and responsibility for e a ctive financial management 
in the Post Office Department should be placed under the direction 
of an official at the top level of management. This official should 
be charged with responsibility for (a) formulation and financial con- 
trol of the budget, (6) design and installation of accounting systems and 
procedures, {c) oper ation of the accounting System, (d) compilation 
and publication of financial reports, (e) development and publication 
of financial operating statistics, and (f/f) analysis of financial and 
statistical reports interpreting them for the use of management. 

(2) A professional accountant of proven ability should be employed 
to plan and direct the installation of a modern accounting and report- 
ing system. This individual should be free of all operating responsi- 
bility, and have a staff of specialists to assist in this work. 

(3) All activities prese ntly pe rformed by post offices which are not 
associated with their primary responsibilities should be transferred to 
regional offices. 

(4) Budgetary, allotment, and payroll procedures and controls 
should be simplified. 

Accounting and reporting by smaller post offiees should be 
eliminated. 

(6) Disbursing activities should be consolidated for all but the 
larger post offices. 

(7) Cash accounts should be consolidated. 

(8) Cost standards should be established by the development of 
measurement units in post offices to determine relative operating 
efficiency. 

(9) All accounting personnel of the post office establishment should 
be placed under General Schedule civil service position classifications. 


SrecTIon X, GENERAL RECOMMENDATIONS 


The following general recommendations were made for the con- 
sideration of the Post Office Department: 

(1) It is recommended that the frequent changes of the time stamp 
in the canceling machine be reduced. Now it is changed every half- 
hour. This change delays operations on the particular canceling 
machine concerned. 
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2) Eliminate the “extra standard’ quality for stamped envelopes. 

3) Third-class mail users should be required to sort their mail by 
zones When addressed for delivery in large cities. Large third-class 
mailers zone their mail when addressed for delivery in the city where 
mailed. Other mailings are sorted at the city post office of delivery. 
Many large mailers sending out millions of samples address them for 
delivery to large cities without zoning. 

1) Better enforcement of packing requirements will reduce the 
cost of storage and disposition of damaged parcel post. 

5) Large post offices should carry out effective contact campaigns 
with large uss of the mail in order to emphasize procedures which 
would bring «..out more economical postal service. For example, a 
campaign should be initiated and sustained to secure greater use of 
firm deliveries, to mail earlier, zone mail, and meet packing require- 
ments. 

6) More than 50 percent of mail now sent is metered mail. This 
means that more than 50 percent of the mail in the post offices is sent 
by large mail users. The Post Office Department should concentrate 
on getting these mail users to cooperate in programs to assist the 
Post Office Department in handling its mail. 

(7) Some large post offices urge better use of the zoning of mail. 
They point out it must be used by all main post offices or its value is 
lost. 

8) In some cities a late pickup has been arranged at selected letter 
boxes. This service should be made available in most laree cities. 
It is ineffective unless the mail collected is sorted in time to be pro 
cessed to the outgoing trains or to be ready for delivery the next 
morning if addressed for delivery in the city in which mailed. Boxes 
where these late pickups are made should bear distinctive marks for 
ready identification. 

9) Consideration should be given to the purchase of standard 
model trucks rather than the custom-built bodies presently being 
procured by the Post Office Department. Standard trucks cost 
approximately $400 less per unit than custom-built trucks and bring 
approximately $400 more per unit on resale. Testimony was received 
from the operating officials of the motor vehicle units of post offices 
to the effect that the standard model trucks would be just as satis- 
factory. 

10) Consideration should be given to modifving the restrictions 
on giving overtime work to regular employees. Regular employees 
who are paid on an annual basis recetve time and one-half for over- 
time while substitute employees receive straight time pay. The 
Department policy is to employ the hourly employees for extra hours 


and not to give any overtime to the regular em lox ees It is often 
] 


more ¢ -onomiecal to use experieneed listributors, even paving time 


; rie ; ; Be 
1d one-half for overtime, than inexperienced employees. ‘The over- 
: : : ; : ; 
time for regular employees also would reduce the growing tendency 
of emplove ek outside income. Post office supervisors testified 
er ahaad* ; : “ : 
of postal emplovees cause a marked reduction in 


.'s . 1 + } > le 
rious problem in a tight labor market. 


subcommittee is continuing its studies of postal operations 


submit reports from time to time covering its findings and 


O 


iendations. 








